





Hamad A. Kasasbeh** 
THE INVESTMENT-SAVING PUZZLE IN MENA 
The paper disentangles gross savings into government and private sa-
vings and investigate their impact on gross investment. Our methodology is 
and Lebanon) for the period 2000-2017 by employing the Panel Vector 
as a ratio of GDP does not have any impact on investment while private 
savings as a ratio of GDP does. Both variables exhibit the correct signs. 
The results also show that mobility of private saving is high and seemingly 
statistically inconsistent with the Fielstein and Horioka (1980) puzzle. Our 
paper also reveals that even though OECD countries are more open than our 
economic and political instability in the region.
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2000 2017 2000 2017 2000 2017 2000 2017
10.7 5.1 3.5 2.1 1.2 3 5.8 4.9
129 75 55.3 82.0 33 35.9 57.3 141.7
0.1
4.3 1.9 4.7 2.0 5.4 4.1 1.3 2.0
13.2 15 15.1 15.4 8.9 12.0 8.4
22.4 15.3 20.4 21.8
20.8 22.2 10.1 18.1 10.8
98 95 70 71.0 101.1 145 149
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Figure 1: 
THE FISCAL STANCE, GROSS INVESTMENT, GROSS SAVING  
AND PRIVATE SAVING 
Tunisia Jordan 
Egypt Lebanon 
GIGDP               SgGDP             SpGDP 
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 is the 


















Vector Error Correction Model (VECM).
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3.1 Unit root test
across the panel and serial correlation in the error terms. Both the LLC and IPS 
A) Unit root test with intercept 
 GIGDP GIGDPt t t= + +-a d m1  (2)
B) Unit root test with intercept and trend
 GIGDP GIGDP
t T t t
= + + +-a b d m1  (3)
 GIGDP GIGDP
t t t
= +-d m1  (4)
3.2 Cointegration Test
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3.3 The Panel Vector Error Correction Model

































M. ALZOUBI, H. A. KASASBEH: The Investment-Saving Puzzle in MENA Countries: Disentangling Gross Saving
EKONOMSKI PREGLED, 72 (5) 774-795 (2021)
783
 EC Z GIGDP Qt t t i t i- - - -= = - -1 1 1 0b b  (9)
 GIGDP Qt t t= + +b b e0 1  (10)
are now called the error correction term. Second, the error correction model is 
4. EMPIRICAL RESULTS
4.1 The Panel VECM 
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4.2 The Panel VAR
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4.3 The Panel VAR and Variance Decomposition
 
5. CONCLUSION AND POLICY IMPLICATIONS
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PANEL UNIT ROOT TEST: SUMMARY
Level Prob.
GIGDP SGGDP SPGDP D(GIGDP) D(SGGDP) D(SPGDP)
Levin, Lin & 
0.25 0.29 0.39 0.0000 0.0000 0.0000
Im, Pesaran  
and Shin
0.22 0.42 0.54 0.0000 0.0000 0.0000
ADF-Fisher 
0.27 0.21 0.55 0.0000 0.0000 0.0000
PP-Fisher  
0.37 0.20 0.75 0.0000 0.0000 0.0000
Table 4: 
VAR LAG ORDER SELECTION CRITERIA








FPE: Final prediction error
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Table 5: 
PEDRONI RESIDUAL COINTEGRATION TEST










Panel v- statistic 0.32 0.72 0.83 0.81 0.88
Panel rho- statistic 0.39 0.72 0.18 0.14
Panel pp- statistic 0.18 0.72 0.28 0.07 0.01
Panel AFF- statistic 0.15 0.17 0.20 0.07 0.31
Group rho-stat. 0.75 – 0.92 – 0.17 –
Group pp-stat. 0.37 – 0.54 – 0.00 –
Group ADF-stat. 0.39 – 0.53 – 0.07 –
JOHANSEN FISHER PANEL





At most 1 0.92 0.89 0.58
At most 2 0.90 0.90 0.05
Table 7: 
KAO RESIDUAL COINTEGRATION TEST
t-statistic Prob.
ADF 0.0320
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Table 8: 
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Table 9: 





Mean dependent var 0.225432
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HAUSMAN TEST CORRELATED RANDOM EFFECTS
Chi-Sq. d.f. Prob. 
3
Variable Fixed Random Prob. 
0.582748 0.842272 0.0005
0.005138 0.0574
0.149795 0.108917 0.000402 0.0414
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[ 0.47124] [ 7.42223]







VARIANCE DECOMPOSITION OF GIGDP
Period S.E. GIGDP SGGDP SPGDP
1 0.023384 100.0000 0.000000 0.000000
2 0.031038 0.410124
3 0.035871 1.013305 4.447338
4 0.039183 1.594013
5 0.041495 87.75090 10.18828
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ODNOS INVESTICIJA I ŠTEDNJE U MENA ZEMLJAMA:  
RAZDVAJANJE BRUTO ŠTEDNJE
